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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF HAWAII 

In the Matter of the Application of 

WAI^OLA 0 MOLOKA^I, INC. 

For Review and Approval of Rate 
Increases; Revised Rate Schedules; 
And Revised Rules. 

Docket No. 2009-0049 

ORDER REGARDING COMPLETED AMENDED 
APPLICATION AND OTHER INITIAL MATTERS 

By this Order, the commission: (1) finds that the 

filing date of WAI^OLA O MOLOKA'I, INC.'s ("WOM") complete 

application for a general rate increase, as amended, is 

June 29, 2009\- and (2) instructs WOM and the Consumer Advocate^ 

(collectively, the "Parties") to submit a stipulated procedural 

order for the commission's review and consideration, consistent 

with the terms of this Order. 

ŴOM filed its amended application on June 29, 2009, and 
attached various exhibits, including the direct testimony of 
Mr. Robert L. O'Brien (Exhibit WOM-T-100); a Verification; and a 
Certificate of Service (collectively, "Amended Application"). 
Copies of the Amended Application were served on the DIVISION OF 
CONSUMER ADVOCACY, DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 
("Consumer Advocate"). 

^The Consumer Advocate is an ex officio party to this 
proceeding pursuant to Hawaii Revised Statutes ("HRS") § 269-51 
and Hawaii Administrative Rules ("HAR") § 6-61-62. 



I. 

Background 

In 1993, WOM was granted commission authority to 

provide water service as a public utility to residential, 

commercial, and agricultural customers on the island of Molokai.^ 

WOM is ultimately a wholly owned subsidiary of Molokai Properties 

Limited, dba Molokai Ranch ("MPL").* WOM provides water utility 

services to customers in Maunaloa, Kualapuu, Kipu, Manawainui, 

and the Molokai Industrial Park areas on the island of Molokai. 

Through its Amended Application, WOM is seeking 

additional revenues of $473,431, or an approximate 382.85% 

increase, over the pro forma revenue amount of $123,660.^ 

The requested increase is based on an estimated total revenue 

^See In re Wai'ola O Moloka'i. Inc., Docket No. 7122, 
Decision and Order No. 12125, filed on January 13, 1993 
("Decision and Order No. 12125"). 

*WOM is a wholly owned subsidiary of Kaluakoi Water, LLC, 
which is a wholly owned subsidiary of Kaluakoi Land, LLC, which 
is a wholly owned subsidiary of MPL. See Amended Application, 
Exhibit WOM 2, Schedule 2. 

^Originally, WOM filed its application on March 2, 2009. By 
Order Denying Wai'ola 0 Moloka'i, Inc.'s Request To Submit Its 
Unaudited Financial Statements In Lieu Of Audited Financial 
Statements issued on April 2, 2009, the commission: (1) denied 
WOM's request to submit unaudited financial statements in lieu of 
audited financial statements, required under HAR § 6-61-75(b); 
(2) dismissed WOM's March 2, 2009 filed application as 
incomplete; and (3) instructed WOM to re-file an amended 
application in this proceeding that was supported by audited 
financial statements. WOM's Amended Application, filed on 
June 29, 2009, includes as an exhibit the independent audited 
financial statements for the 2 008 calendar year. See Amended 
Application, Exhibit WOM 2, Schedule 4. 
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requirement of $597,091 for the July 1, 2009 through 

June 30, 2010 test year ("Test Year"), and a rate of return of 

2%. 

WOM seeks to implement the proposed increase in 

revenues by increasing its: (1) monthly User Charge from 

$1.85 per , 1,000 gallons (i.e., the non-temporary charge 

authorized in 1993 by the Commission in Docket No. 7122) to 

$8.9675 per 1,000 gallons, or an approximate 384.7%''; (2) various 

meter Service Charges by an approximate 380% to 384%, based on 

the size of the meters; and (3) various Private Fire Protection 

Charges by an approximate 380%. To minimize "rate shock" to its 

customers, WOM is proposing a two stage phase-in of the new rates 

and charges (i.e.. Phase I effective upon the issuance of the 

Commission's decision and order, and Phase II effective 

six months after the effective date of Phase I). 

*0n June 16, 2008, the commission, on its own motion, 
initiated Docket No. 2008-0115 to provide MPL's public utilities 
(i.e., WOM, Molokai Public Utilities, Inc. ("MPU"), and 
Mosco, Inc.) with temporary rate relief, upon MPL's announcement 
that it could no longer subsidize its utility companies and its 
plan to cease providing utility services within six months. 
On August 14, 2008, the commission issued its Order Approving 
Temporary Rate Relief for Molokai Public Utilities, Inc. and 
Wai^ola 0 Moloka'i, Inc. ("Temporary Rate Order"), in Docket 
No. 2008-0115 approving, among other things, a temporary rate 
increase of WOM's User Charge from $1.85 per 1,000 gallons 
(approved in Decision and Order No. 12125) to $5.15 per 
1,000 gallons (effective September 1, 2008, until 
February 28, 2009, unless ordered otherwise by the commission). 
Subsequently, by an order issued on February 24, 2009, the 
commission, among other things, extended the term of the 
temporary rates approved in the Temporary Rate Order until 
August 2009, or until the commission rules on the general rate 
increase applications to be filed by MPU and WOM. See Order 
Approving Extension of Temporary Rate Relief and Request for an 
Extension to File General Rate Case Applications. issued on 
February 24, 2009, in Docket No. 2008-0115. 
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In addition, WOM proposes to establish an Automatic 

Power Cost Adjustment Clause, which permits adjustments for 

electric costs during the year, and amend Rule 20 of its Rules 

and Regulations to increase its Reconnection Charge from $50.00 

to $100.00, which is an increase of 100%. 

According to WOM, its current rates "do not now and 

will not in the foreseeable future produce sufficient revenues to 

allow it to recover its prudently incurred expenses and earn a 

fair return on its prudently incurred investments."' At present 

rates, WOM projects a Test Year "net operating loss of $251,040 

and a negative 18.08% rate of return on an average rate base of 

$1,388,837."' 

II. 

Discussion 

As a public utility with annual gross revenues of 

less than $2 million, WOM filed its Application pursuant to 

HAR § 6-61-88 (general rate increase application filed by a 

public utility with annual gross revenues of less than 

$2 million) and HRS § 269-16, specifically subsection (f) . 

In sum, the commission must make every effort to issue its 

proposed decision and order within six months from the filing 

date of WOM's complete Amended Application, "provided that all 

'See Amended Application at 7. 

'Id. 
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parties to the proceeding strictly comply with the procedural 

schedule established by the commission and no person is permitted 

to intervene." HRS § 269-16(f)(3). 

A. 

Amended Application 

On July 20, 2009, the Consumer Advocate timely filed 

its Statement of Position Regarding Completeness of Amended 

Application, stating that it does not object to the completeness 

of WOM's Amended Application ("Statement of Completeness"). 

To be considered a complete application for a general 

rate increase, the contents of WOM's Amended Application must 

meet the requirements set forth in HAR §§ 6-61-75, 6-61-86, and 

6-61-88, unless otherwise waived by the commission pursuant to 

HAR § 6-61-92. Upon review, the commission finds that WOM's 

Amended Application complies with the noted requirements.' 

Accordingly, the commission finds that WOM's Amended Application 

is complete and properly filed pursuant to HRS § 269-16(f) and 

HAR § 6-61-88. Thus, the filing date of WOM's complete Amended 

Application is June 29, 2009. 

'similar to the Consumer Advocate, the commission presumes 
that no dividends were paid by WOM during the preceding 
five calendar years. For this reason, WOM "has not included a 
statement as to the rate and amount of dividends paid during 
the five (5) preceding calendar years as required by 
HAR § 6-61-75(a)(7)." See Statement of Completeness at 3. 
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B. 

Public Hearing 

The commission will schedule a public hearing on WOM's 

completed Amended Application on the island of Molokai, 

consistent with HRS §§ 269-12(c) and 269-16(b). The Parties will 

be notified of the date, time, and location of the public 

hearing. 

C. 

Stipulated Procedural Order 

HRS § 269-16(f)(3) states that the commission shall: 

Make every effort to complete its deliberations 
and i s sue a proposed dec i s i on and order wi thin 
six months from the date the public utility files 
a completed application with the commission; 
provided that all parties to the proceeding 
strictly comply with the procedural schedule 
established by the commission and no person is 
permitted to intervene. If a proposed decision 
and order is rendered after the six-month period, 
the commission shall report in writing the reasons 
therefor to the legislature within thirty days 
after rendering the proposed decision and order. 
Prior to the issuance of the commission's proposed 
decision and order, the parties shall not be 
entitled to a contested case hearing. 

HRS § 269-16(f) (3) . 

Given the six-month target date governing the 

commission's issuance of its proposed decision and order, 

the Parties shall: (1) initiate the discovery process without 

delay; and (2) submit a stipulated procedural order for the 

commission's review and consideration. If the Parties are iinable 

to agree on a stipulated procedural order, they each shall submit 

their own proposed procedural order. 
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If no timely motions to intervene or participate are 

filed, the stipulated procedural order or individual proposals 

shall be due within seven days following the deadline to file any 

such motions to intervene or participate. However, if one or 

more timely motions to intervene or participate are filed, the 

Parties and any designated interveners or participants, if any, 

shall file their stipulated procedural order within ten days from 

the filing of the commission's decision on the motions to 

intervene or participate. If no intervention is granted by 

the commission, the stipulated procedural order submitted by 

the Parties, at a minimum, shall provide that the final 

anticipated pleading (i.e., a settlement agreement on the merits 

in the normal course of a general rate case) be filed by 

November 3, 2009, in order for the commission to reasonably meet 

the six-month target date of December 29, 2009. If no agreement 

is- reached on a stipulated procedural order that conforms to the 

foregoing parameters, the commission will issue its own 

procedural order. 

III. 

Orders 

THE COMMISSION ORDERS: 

1. The filing date of WOM's complete Amended 

Application is June 29, 2009. 

2. The Parties shall: (A) initiate the discovery 

process without delay; and (B) submit a stipulated procedural 

order for the commission's review and consideration. If the 
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Parties are unable to agree on a stipulated procedural order, 

they each shall submit their own proposed procedural order. 

If no timely motions to intervene or participate are 

filed, the stipulated procedural order or individual proposals 

shall be due within seven days following the deadline to file any 

such motions to intervene or participate. However, if one o r 

more timely motions to intervene or participate are filed, 

the Parties and any designated interveners or participants, 

if any, shall file their stipulated procedural order within 

ten days from the filing of the commission's decision on 

the motions to intervene or participate. If no intervention is 

granted by the commission, the stipulated procedural order 

submitted by the Parties, at a minimum, shall provide that 

the final anticipated pleading be filed by November 3, 2009, in 

order for the commission to reasonably meet the six-month target 

date of December 29, 2009. If no agreement is reached on a 

stipulated procedural order that conforms to the foregoing 

parameters, the commission will issue its own procedural order. 
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DONE at Honolulu, Hawaii JUL 3 1 2009 

APPROVED AS TO FORM; 

'fdj^J^ 
Kim 

ission Counsel 
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PUBLIC UTILITIES COMMISSION 
OF THE STATE OF HAWAII 

By_/^r£l 
Carlito P. Caliboso, Chairman 

By. ^^4A / • d^^-^ 
Jobtfi E. Co le , Commissioner 

By. 
Leslie H. Kondo, Commissioner 
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CERTIFICATE OF SERVICE 

The foregoing order was served on the date of filing by 

mail, postage prepaid, and properly addressed to the following 

parties: 

CATHERINE P. AWAKUNI 
EXECUTIVE DIRECTOR 
DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 
DIVISION OF CONSUMER ADVOCACY 
P.O. Box 541 
Honolulu, HI 96809 

PETER A. NICHOLAS . 
WAI^OLA 0 MOLOKA^I, INC. 
C/O MOLOKAI PROPERTIES LIMITED 
119 Merchant Street, Suite 408 
Honolulu, HI 96813 

MICHAEL H. LAU, ESQ. 
YVONNE Y. IZU, ESQ. 
SANDRA L. WILHIDE, ESQ. 
MORIHARA LAU & FONG LLP 
Davies Pacific Center 
841 Bishop Street, Suite 400 
Honolulu, HI 96813 


